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beHTS OF ERTERPRISE DIRECTORS IN THE USSR

>

Stroitel‘*noye i Dorozhnoye Mhshinostroyeniye No 3, L. R. Pokras.
Moscow, 1956 ’

The limited "guardianship" (opeka) which the Ministry of Construction
and Road Machine Building together with its main administration has exer-
cised over enterprises until now [March 1956] has restricted the initiative

- of plant directors. They have not had the powver to act quickly to solve
urgent problems of management. Until recently. an enterprise director was
not permitted to use funds to implement the organizational and technical
measures involved in the introduction of new techniques. His rights to
acquire inventories and light equipment through the use of working capitsal,
as well as the right to sell surplus physical assets, were limited. Also,
restrictions were imposed on him with respect to personnel and the pur-
poses for which the wage fund could be utilized. Even i1f an enterprise was
operating below capacity, it was not permitted to take orders for products
to be manufactured from the raw material and goods belonging to its cus-
tomer or from its own waste products.

- The plant director was unable to carry out urgent techrical meaéures
until new title lists (titul'nyye spiski) for capital construction had been
established.

This circumscription of the directors' rights led to a reduction in
thelir responsibility for the state of production and the use of interral
reserves.

Considering the need to increasgse this responsibility of directors for
., fulfillment of state plans, the govermment has deemed it recessary to ex-
-pand their rights considerably.

The correlative duties imposed on enterprise directors in accordance
with their increased rights are as follows: They must assure (1) fulfill-
ment of state production and supply plan3 in texrms of quantity, quality,
and assortment of output; (2) fulfillment of capital construction plans;
.(3) introduction of new techniques and technology on a wide scale:; {(4) im-
Provement in the organization of production and labor; {5) continuous in-
crease in labor productivity; (6) prompt fulfillment of =all obligatiocns to
the state budget; and (7) improvement in working conditions and the cul-
tural services provided for their workers.

In adhering to the principle of one-msan management, enterprise di-
rectors must rely on enterprise aktivs by holding regular conferences with
them to discuss draft plans and other important enterprise problems.

Before 1955, the industrial and financial plans, as well as produc-
tion estimates in the case of each enterprise, were worked out in detail
"in the main administration and ministries, and the enterprise itself was
left out of the formulation of these plans.

In line with the resolutions of the Central Committee of the CPSU
and the Council of Ministers passed in 1955, enterprise collectives were
included in the working out of the draft of the Five.Year Flan for the
period 1956-1960. In the case of most ernterprises of the Ministry of Con-
struction and Road Machine Building, draft plans were discussed in par-
ticipation with the aktive. Such discussions brought to light additional
reserves for increasing production and labor productivity. .
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The approval (utverzdeniye) of an amplified tekhpromfinplan (techni-
cal-Tinapcisl-industrial plan) which inciudes both monetary and physical
indexes is now the responsibility of plant directors. Ir formulating this
plan they rmuet dbe guided by the annual plan as broken down by quarters and
dravn up by the appropriate main administration of the ministry. Quarterly
plans (except in the case of mass production) may be altered by a plant
‘director to provide fcr delivery in advance of, or after, the scheduled
time of delivery by &greement with the customer, provided the sales admin-
istration of the ministry is notified.

The pilant director now has the right to accept orders from other en-
terprises and organizations for the manufacture of products from goods and
materials belonging to the customer, provided that the product assortment

plan is not diesrupted.

The axperimental production of parts, as well as individual and
serial production processes, may be sltered by a plant director, provided
that quality is maintained, production cost is not iacreased, and techni-
cel specifications for output as & whole are adhered to.

The m:thod of fixing prices on goods and services for which no author-
ized prices and charges exist has been simplified. The effect has been to
make easier the necegsary calculations when an enterprise undertakes capi-
tal construction itself or produces goods on individual order.

In fixing prices on the goods required for the enterprise’s own capi-
tal construction or its ~wn internal consumption, the director must use
‘the planned cost of goods and services and must adhere to the cver-all
cost estimate for the project as a whole.

Prices on manufactured and proceszed parts and uanits, formse, presses,
apparatus, and other products produced on irdividual order muet be worked
out in agreement with the cusfomer; and the contract prjce may not include

a profit ot more than $ percecnt.

Enterprise direciors have been given the right in the case of capital
copstruction (1) to approve monthly plans on the basis of the authorized
annual capital construction plan (as brocken dowe by quarters) and the plac-—
ing of new capacity into operation, with subse~uent notification of higher-
level organizations; ‘2) to approre changes in title liBts of construction
and to redistribute funds between individual construction projects (on
agreement with the ctntractors), provided that no changes are made in the
volume of constructious or the time that new capacities are put into opera-
tion; (3) to approve title lists of below-limit construction within the
scope of appropriations made for such purposes; (h) to acguire building
materials from local and cooperative enterprises st estsblished prices,
provided that the ccst of these materials, including transportation, does
not exceed the amount stipulated in construction cost egtimates; S to
approve and alter planned goals and financial estimates of conntruction
projects, the estimated cost of which does not exceed 5 million rudbles,
and in the case of residentiszl, municipal, and cultural constructicn up to

3 million rubles.

Als0, (6) to turan over to contract construction organizations con-
struction and instaliation work; and, in this connection, responsibility
for the number of workers employed, the wage fund, and administrative
costs, with subsequent notification of higher-level organizations; (7) o
approve annual, guarte.sly, dnd monthly plans for the capital repair of
fixed assets within the limit of funds allocated for this purpose; (8) +o
turn over capital repalr operations to contracting organizations; and, in
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this respect, responsibility for the number of workers employed and the
wvage fund; (9) to engage in below-limit operations within the annual limit
of financing, in cases where monthly and quarterly plans have been exceeded;
and (10) to approve supplementary individusl estimates for below-limit

construction projects.

Directors have been gilven greater power in implementing measures re-
lated to the introduction of new techniques. Directors have also been
given greater rights to dispose of physical assets. Plant directors are
permitted (1) to transfer assets to enterprises under union, republic, or
local Jurisdiction and to producer cooperatives, and to turn over unneeded
materials and minor complements of equipment required for the manufacture
of necessary products by the aforementioned enterprises; {2) to sell sur-
plus material, transportation equipment, ard other types of equipment if
the ministry declinee to redistribute guch materials or equipment, or in
the event they are not suited to sale by sales organizations; (3) sell
materisls, tools, and other physical assets which have been acquired via
the system of local procurement, principelly by transferring them to the
local sales and supply organizations of union republics; and {4) to entrust
the sale of materials on a contractual basisz to other enterprises and or-
ganizations dealing in these materials on psyment of costs connected with
the sale thereof at established rates.

Directors may also acquire supplies (Inventar®)} snd equipment, pro-
vided the value thereor does not exceed 500 rubles per u-it, by using their
working capital. Such purchases, nowever; may aot be made for cash. They
may also turn cultursl asnd gports equipmeat over to trade emions snd other
soclial organizations, whewre such eguipmernt has beep acquired through the
us: of the Enrnterprise (or Director’z) Fund®s asset=. Such tranafers mway
be made by simple book transfers without the need for enbzrprise reimburse-

ment.

The rights granted to enterpridge directers 1a tbhe £1cld staffing,
wages, and financing are of gresat importance *or the improvement of pro-
ductlion organizatlion. A director is now permitted to approve and to cheaunge
the. tables of organization authorized for the shops and the plart admin-
i1stretion divislon, provided that he atays wlthin the confines of the
enterprise labor plan and doee wot exceed the speciried number of employees,
technicians, ana engineers. In this work he ia guided by standard tables
of organization. In addition he may zupervise the regular stafr and has
charge of organizational structuree and sslary schedules which have been
authorized for the given enterprise. In this respect he must not sxceed
average salaries as shown In the table of organization. He car establish
and, subject to existing lubor law, <hange the salsries of individual
workers in the plant and those engsged 1in plant aduwinietratvion;, subject to
the salary and wage achedules which heve beeu establisbed for the given

enterprise.

In putting new goods intoe production ard new tecknigques inte operatiom,
as well a3 in introducing most importent technologicel proceasses, directors
have been given the rigkt to intrecduce, by sgreement with factory azd plant
trade-union committees, progressive wage bonuvs syztems adapted to existing
wage scales ard methods of wage payment for periods of up to 6 mcnths, pro-
vided that the wage fund suthorized Tor the saterprise 18 ot exceeded.
They have also been gilven ‘the right to use wage gavings effected in pre-
cecing quarterg for payment of wagea in subsequent quarters of the same
yYear, again subject to the provision that the authorized wage bill has not
bean exceeded. If the wages paid during a&ny given gquarter are legs than
those paid in the preceding guarter, but the wage bill has not been exceeded,
the relative savings may not be pald out as wages in 3subsequent quarters.

._3._
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To provide more favorable conditions for improving prod-iction and
increasing the operatioral independence of enterprises, directors have been
permitted to make outlays for official travel which are over and above
those provided for in the appropriation for administrative and managerial
expenses for such purpose, where the reason for such travel is to study and
to introduce nev operating methods. They are also permitted to make changes
in the amount to be spent on individual items of adwinistrative and mana-
gerial cost (labor payments excepted), provided that such changes do not
amount to more than 10 percent of the planned figure and provided that the

cost of production is not exceeded.

The Director's Fund which has not been transformed into the "Enterprise
Fund" is important for the improvexent of the monetary indicators of au
enterprise's operations. This fund way Le set up in any state industrial
enterprise wvhich operates on a cost-accouvting (xhosraschet) basis and dravs
up its own balance sheet, For an enterprise to qualify for the establish-
ment and formation of *he Enterprise Fund it must meet certain requirements.
The basic requisites are (1) fulfillment or surpassing of the state produc-
‘tion plan in terms of over-all output and product assortment as prescribed
by the ministry, (2) atta.ament of the enterprise‘’s cost-reduction goal,
and (3) fulfillment of the profit plan.

As of 1 January 1955, the total amount whick could be allocated to the
Enterprise Fuad was doubled.

If the profit and cost-reduction plans are exceeded, an additional Lo
percent of above-plan prcfit or above-plan saving is transferred to the
enterprise funds of construction and road building machinery enterprises.
Up to 5 percent of the annual wage bill for industrial-production or basic

personnel may be transferred to the fund.

Estimates of how the Enterprise Fund assets are to be used must be
agreed to by both the director and the trade-union plant committee. Half
the amount allocated to the fund must be used for the introduction cf new
techniques, modernization of equipment, expansion of production, and con-
struction and repair of the enterprise's housing facilities. This invest-
ment is to be over and above the amount called for by the capital investment
plan. The other half is to be spent to improve cultural and personal serv-
ices provided for workers by the enterprise, ic pay individual bonuses to
workers, employees, techniclans, and engineers, to provide travel to rest
homes and sanatoriums, and to provide sporadic assistance to workers. The
director of an enterprise has the right to place money from this second
half of the fund at the disposal of shop chiefs for the purpose of making
swvards to workers and other shop personnel for outstanding Jjob performance.
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